Improvise. Adapt. Overcome. Four urgent appeals to
policy makers to overcome the triple crisis

April 3, 2020 - How can we fight the Coronavirus, manage the threat of another financial
crisis, and at the same time tackle climate change? Will there be enough capital to deal
with them? An appeal to policy makers to give a strong green emphasis to all Covid-19
emergency funds, introduce a floor to the carbon price, give basic income to all and go full
speed with the Circular Economy Action Plan (CEAP).

by Arthur ten Wolde, Head of Circular Future

The current Corona crisis has an impact on our lives that exceeds everything most of us have
experienced during our entire lifetime. With deaths already exceeding 50.000, over 1 million
cases and emergency intensive care units being installed in a growing number of countries
across the globe, one government after another has installed various degrees of lockdown with
social distancing. It is a crisis at multiple levels: personal tragedy, financial uncertainty, job
insecurity, but also economic uncertainty at the country and global level, with services and
production coming to a standstill and stock markets responding. In 2019, Greta Thunberg
referred to climate change when she said: “People are dying. People are suffering. This is a
crisis.” Now we have a crisis-upon-crisis-upon-crisis: climate, Covid-19 and the risk of a
recession.

On the positive side, there is no loss without gain. People are more equal and feel somehow
united in their social distancing; online connectivity is booming; and health care workers,
teachers and politicians have regained the respect they deserve for the sometimes heroic ways
in which they are dealing with Covid-19. Importantly, we have all seen the astounding power of
governments to slow down the world economy in a matter of days. So why did it take decades
to do so little for the climate crisis? Why did we not learn from the 2008 credit crunch? How
can we use this power of governments and financial institutions to deal with the current triple
crisis?

To answer these urgent questions, | believe the work from the Club of Rome deserves full
attention. Their scenarios, starting with the 1972 report “Limits to growth”, describe the global
economic development in terms like population, capital, production, resource use and
pollution. [1, 2] Contrary to widespread belief that their model was flawed, it has been
validated by scientists in 2008: actual data were in close agreement with the curves of the
business-as-usual scenario from their “World-3” Model [3, 4, 5]. Importantly, this scenario
describes a global economic slowdown between 2020 and 2030 along with a decreasing



availability of capital. As more and more capital goes towards resource extraction, industrial
output per capita starts to fall. [3, 4, 5] A more recent “World6” model confirmed that the
supply of key metals such as iron, aluminium, copper and zinc, is likely to peak between 2020
and 2040, with extraction processes likely to exhibit increasing energy intensity and cost. [6] In
addition, mounting pollution has impacts on the economy. [3, 4, 5]

The Cartoon on the right was posted on
April 1 and is not intended to belittle the
Corona Crisis, it depicts the long term
impact of climate change and ecological
destruction could be much worse

even. Source:
https.//climatesafety.info/links-between-
corona-and-climate/

The Club or Rome models were never meant to predict the future. Still, their business-as-usual
scenario describes over 30 years pretty accurately. My main concern is: assuming the Club of
Rome model is valid, how can we then use the available capital before it is too late?

Before we come to that, it is important to realise that all three crises are linked. First, there is
scientific evidence that the risks of virus outbreaks like Corona are increasing due to
ecological destruction. As habitat and biodiversity loss increase globally, the coronavirus
outbreak may be just the beginning of mass pandemics [7, 8]. More research is urgently
needed to further confirm and understand the link with disappearing ecosystems. Second, the
2008 financial crisis was a consequence of instabilities in our financial system, which has been
finetuned to maximising financial profits regardless of environmental and social damage. Our
current financial system amplifies the causes of climate change and Corona. In addition,
loans were given at interest rates below the real risk, and financial derivatives have further
removed investments from the real economy of goods and services. These flaws have not been
removed since. Worse, the only possible response so far has been to further reduce interest
rates, thereby increasing the financial bubble that has since spread out from real estate to all
markets of the global economy. The funds needed to combat the immediate impact of the
Corona crisis run a risk of creating hyperinflation. The recession could become more severe
than that of 2008. [9, 10]

The risk of running out of capital is crucial because the transition to a low-carbon circular
economy requires large investments. Not only in wind parks, solar panels and heat insulation,
but also in industrial turnaround. This is why the European Commission recently proposed a
large Just Transition Fund as part of the European Green Deal. But now the EU is not only
dealing with the acute Corona crisis, it also needs funds of a similar magnitude to fight Covid-
19!

Fortunately, there is a growing chorus for a green and just recovery from Covid-19, ranging
from scientists, the UN, Club or Rome, Global Climate Strike movement, European
Environmental Bureau, International Energy Agency, members of US Congress, European
Central Bank and the European Commission [11-18]. The European EU heads of states are



looking for a quick “exit” to get back to a normal functioning of our societies and to sustainable
growth, drawing all lessons from the crisis. [19] As Frans Timmermans twittered: “We have
short term and long term challenges to tackle, and the ability to manage both.”

Based on these recent calls for green and just recovery, my urgent appeal to policy makers in
the EU and elsewhere is:

1. Combine the Just Transition Fund for the EU Green Deal with the Covid-19 emergency
funds: give a strong green emphasis to any social support program [2, 11, 12, 19]

2. Set a minimum floor the carbon price to prevent further plummeting [15] and quickly
agree on a goal of 55% CO; emission reduction by 2030; [20]

3. Extend the emergency income support towards structural universal basic income for
all to make our economy far more resilient to face future crises; [12]

4. Go full speed ahead with all measures necessary to create a circular economy,
starting with the Circular Economy Action Plan (CEAP). Integrate additional measures
proposed by Ecopreneur.eu, including a tax shift from labour to resources [21] and
helping SMEs to become greener [21, 22]. Also add financial transaction taxes to steer
investments towards the real economy. [23]

These measures would allow governments to address the triple crisis using the amount of
capital that is currently available. Many of these measures have been proposed for decades but
were, in the absence of a crisis, never implemented. As the US politician Rahm Emanuel said in
2008: “You never want a serious crisis to go to waste. It’s an opportunity to do things that you
think you could not before. [24]

We have improvised our way out of the credit crunch and the onset of Covid-19. Now is the
time to adapt our socio-economic system by taking holistic action. If we fail to do so in the
coming months , the impact of an economic recession could start to deplete the availability of
capital and even trigger hyperinflation [9], bringing us even further from home. The
consequences of crossing planetary boundaries could then hit us with crisis after crisis until our
impact has diminished. But if we do take action, we have a potentially unique opportunity to
overcome the current crises and steer away from business-as-usual towards a future which is
more resilient to shocks, safe, just, healthy, clean and prosperous.

This opinion of Arthur ten Wolde was written in his personal capacity as Head of Circular Future
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